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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The locat unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.

The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accourting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.
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INDEPENDENT AUDITOR'S REPORT

Members of the Township Board
Williams Charter Township
Auburn, Michigan

We have audited the accompanying financial statements of the governmental activities, each governmental
major fund, and the aggregate remaining fund information of Williams Charter Township, Michigan as of and for
the year ended December 31, 2006, which collectively comprise the Township’s basic financial statements as
listed in the Table of Contents. These financial statements are the responsibility of the Township's
management. Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of Williams Charter Township’s business-type activities or proprietary funds.
Those financial statements were audited by other auditors whose report thereon has been furnished to us and our
opinion, insofar as it relates to the amounts included for business-type activities and proprietary funds, is based on
the report of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Williams Charter
Township, Michigan as of December 31, 2006, and the respective changes in financial position and cash flows,
where, applicable, thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

The management's discussion and analysis and budgetary comparison information, as identified in the Table of
Contents, are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We and the other auditors have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

East Lansing = Rochester Hills = St. Johns



Our audit was made for the purpose of forming opinions on the financial statements that collectively comprise
Williams Charter Township’s basic financial statements. The General Fund schedule of revenues and
expenditures - construction code and schedule of governmental capital assets listed in the Table of Contents
under other supplementary information is presented for purposes of additional analysis and is not a required
part of the financial statements of Williams Charter Township, Michigan. Such information has been subjected
to the auditing procedures applied by us in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Olrclhoun G'. %g[?.(_ -

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

May 11, 2007



Williams Charter Township
MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2006

Financial Reporting

In 2004, Williams Charter Township, Michigan (the “Township”) revised and improved its financial reporting
document. These changes were a result of standards set by the Governmental Accounting Standards Board
(GASB). The intent of those new standards was to provide citizens, taxpayers, customers, and investors with a
better understanding of how the Township’s money and other assets are managed.

The discussion and analysis of the Township's financial performance provides an overview of the Township’s
financial activities for the fiscal year ended December 31, 2006. Please read it in conjunction with the
Township's financial statements.

Financial Highlights

As discussed in further detail in this analysis, the following represents the most significant financial issues for
the year ended December 31, 2006:

+ State shared revenue, the Township’s second largest revenue source in the General Fund, essentially
remained level in 2006 after a number of years of reduction. This major source of revenue continues to
be unstable as the State of Michigan deals with changes in revenue collections and the formula used to
disburse this money back to the municipalities. The Township is currently receiving $60,775 less from
state shared revenue than was received in 2001.

e The Township continues the practice of appropriating funding from the township’s 4.4 mill tax levy
toward public safety, local road improvement projects, and waterline extension projects. These
appropriations include $275,000 to fund local road improvement projects and $169,000 to fund
improving and extending the township’s municipal waterline system.

¢ Total fund balances related to the Township’s governmental funds decreased by $211,935. Included in
the total decrease in governmental fund balance is the decrease in General Fund fund balance of
$82,278 before prior period adjustments.

¢ The decrease in General Fund fund balance is due to the Township's decision to fully fund road
improvement projects as programmed in the township’s five year Road Improvement Plan, and to add
aggregate to unpaved roads that had deteriorated due to frost damage. The Township expended
$272,276 for Special Road Projects in 20086, an increase of $122,997 over 2005 expenditures.

Using this Annual Report

This discussion and analysis are intended to serve as an introduction to Williams Charter Township’s basic
financial statements. The Township’s basic financial statements comprise three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report
also contains other supplementary information, in addition to the basic financial statements themselves.

Government-wide Financial Statements. The statement of net assets and the statement of activities provide
information about the activities of Williams Charter Township as a whole and present a longer-term view of the
Township’s finances. This longer-term view uses the accrual basis of accounting so that it can measure the
cost of providing services during the current year, and whether the taxpayers have funded the full cost of
providing government services.

Both of the government-wide financial statements distinguish functions of the Township that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities).



Williams Charter Township
MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2006

Fund Financial Statements. The fund financial statements present a short-term view; they tell us how the
taxpayers’ resources were spent during the year, as well as how much is available for future spending. Fund
financial statements also report the operations of Williams Charter Township in more detail than the
government-wide financial statements by providing information about the Township’s most significant funds.
The fiduciary fund statements provide financial information about activities for which Williams Charter Township
acts solely as a trustee or agent for the benefit of those outside the government.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it
is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government's near-term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities.

Williams Charter Township maintains five (5) individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund, Garbage Collection Fund, Sewer Connection
Fund, and Waterline Construction Fund, which are considered to be major funds. Data for the Building and Site
Fund is reported as the nonmajor governmental fund.

The Township adopts an annual appropriated budget for its General Fund and Special Revenue Funds. A
budgetary comparison statement has been provided for the General Fund and Garbage Collection Fund to
demonstrate compliance with their budgets.

Proprietary Funds. Williams Charter Township maintains two (2) proprietary funds. Enterprise Funds are used
to report the same functions presented as business-type activities in the government-wide financial statements.
The Township uses Enterprise Funds to account for its sewer system and water system activity.

Fiduciary Funds. Fiduciary Funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary Funds are not reflected in the government-wide financial statements because the
resources of those funds are not available to support the Township’s own programs.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 13-23 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information, such as this MD&A and the General Fund and Garbage
Collection Fund budgetary comparison schedules.



Williams Charter Township
MANAGEMENT'S DISCUSSION AND ANALYSIS

December 31, 2006

The Township as a Whole

The following table shows, in a condensed format, a comparative analysis of the net assets as of December 31,
2006 and December 31, 2005.

Government Business-type Total
Activities Activities Government
2006 2005 2006 2005 2006 2005
Assets
Current and Other
Assets $ 2711171 $ 3,035901 $ 1,312,343 $ 1,384,719 $ 4,023,514 $ 4,420,620
Capital Assets 1,987,820 1,705,298 5,078,680 5,301,461 7,066,500 6,986,881
Total Assets 4,698,991 4,741,199 6,391,023 6,686,180 11,090,014 11,407,501
Liabilities
Current Liabilities 1,310,846 1,409,885 413,907 506,549 1,724,753 1,916,434
Noncurrent Liabilities 300,528 338,709 943,787 1,279,609 1,244,315 1,618,318
Total Liabilities 1,611,374 1,748,594 1,357,694 1,786,158 2,969,068 3,534,752
Net Assets
Invested capital
assets, net of
related debt 1,604,517 1,298,727 3,809,660 3,680,339 5,414,177 4,979,066
Restricted - - 22,000 22,000 22,000 22,000
Unrestricted 1,483,100 1,693,878 1,201,669 1,197,683 2684,769 2.891.561

Total Net Assets $3.087617 $ 2992605 §$ 5033329 $ 4,900,022 $ 8,120,946 $ 7,892,627

Net assets may serve over time as a useful indicator of a government’s financial position. Williams Charter
Township’s assets exceeded liabilities by $8,120,946 as of December 31, 2006. The most significant portion of
the Township’'s net assets (over 66 percent) reflects its investment in capital assets (e.g., land, buildings,
equipment), less any related debt used to acquire those assets that are still outstanding. The Township used
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the Township’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

An additional portion of the Township's net assets (less than 1 percent) represent resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net assets $2,684,769
may be used to meet the Township’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the Township is able to report positive balances in all three categories of
net assets, both for the government as a whole, as well as for its separate governmental and business-type
activities. The Township’'s net assets increased by $228,319 during the current year as indicated on the
following page.



Williams Charter Township
MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2006

Governmental Business-type
Activities Activities Totals
2006 2005 2006 2005 2006 2005
Revenue
Program Revenue
Charges for Service $ 748,900 $ 809,209 $ 853,774 $ 884,083 $1,602,674 $1,693,292
Capital grants & contributions 13,584 - - - 13,584 -
General Revenue
Property Taxes 766,275 724,173 - - 766,275 724,173
State Shared Revenue 309,208 310,530 - - 309,208 310,530
Investment Earnings 118,221 55,289 57,187 36,482 175,408 91,771
Miscellaneous 20,001 5,231 - - 20,001 5,231
Transfers (_158.371) (156,392) 158,371 156,392 -0- -0-
Total Revenue 1,817,818 1,748,040 1,069,332 1,076,957 2,887,150 2,824,997
Program Expenses
General Government 484,695 604,648 - - 484,695 604,648
Public Safety 394,498 367,457 - - 394,498 367,457
Public Works 708,453 316,000 - - 708,453 316,000
Community & Economic Dev. 75,196 79,681 - - 75,196 79,681
Recreation & Culture 40,034 36,927 - - 40,034 36,927
Sewer System - - 356,558 350,887 356,558 350,887
Water System - - 579,467 607,036 579,467 607,036
Interest on Long Term Debt 19.930 20,296 - - 19.930 20,296
Total Program Expenses 1,722,806 1,425,009 936.025 957.923 2,658,831 2,382,932
Change in Net Assets $ 95012 § 323,031 $ 133307 $ 119,034 § 228319 §$ 442,065

Governmental Activities

Governmental activities increased the Township's net assets by $95,012 during fiscal year 2006. Key elements
of this increase are as follows:

The Township's governmental activities’ revenues totaled $1,817,818. The Township's total revenue for
governmental activities increased $69,778. This increase was primarily related to property tax revenue from
increased taxable values within the Township.

The Township incurred expenses of $1,722,806 during 2006, an increase of approximately 21% from 2005. The
majority of these expenses are associated with providing general government services, public safety, and public
works including road improvement projects. The cost of road improvement projects continues to increase
significantly due to increased material costs. The fluctuations between the fiscal years in the general
government and public works functions were primarily caused by capital outlay items being recorded in 2005
and 2006.

Business-type Activities

Business-type activities increased the Township’s net assets by $133,307 during fiscal year 2006. The majority
of the revenue of the business-type activities is generated through user charges.



Williams Charter Township
MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2006

The Township’s Funds

Governmental Funds. The analysis of the Township’s major funds begins on page 6, following the
government-wide financial statements. The fund financial statements provide detailed information about the
most significant funds, not Williams Charter Township as a whole. Williams Charter Township’s Board of
Trustees creates funds to help manage money for specific purposes. The Township’s major governmental fund
for the fiscal year ended December 31, 2006 was the General Fund. The General Fund pays for most of the
Township’s governmental services. The most significant service provided during the fiscal year was for public
safety, which incurred expenditures of $394,498 for the fiscal year. Public Safety services include the
Township’s share of the Auburn Williams Fire Department and two contracted deputies through the Bay County
Sheriff Department that are supported entirely from the General Fund with no additional special millage.

Proprietary Funds. The Township’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Unrestricted net assets of the Sewer System and the Water System at the end of the year amounted to
$494,324 and $707,345, respectively. The Township Board continues to improve and expand the Water
System as initially set forth for a period of 20 years in 1988. One year remains under this Water System
expansion and improvement program.

General Fund Budgetary Highlights

Over the course of the fiscal year, the Township Board made necessary budget adjustments to fund
unanticipated expenditures during the year. Budget amendment increases were made to cover unanticipated
costs in the General Fund.

Capital Asset and Debt Administration

Capital Assets. At the end of the fiscal year, the Township had approximately $7,066,500 invested in a broad
range of governmental and business-type capital assets, including buildings, land, equipment, and utilities. In
addition, the Township has made certain investments in roads and drains within Williams Charter Township.
These assets are not reported in Williams Charter Township’s financial statements as capital assets because
under Michigan law these roads and drains are the property of the Bay County Road and Drain Commissions,
respectively.

Long-term Debt. The Township incurred additional long term debt during 2006 in the amount of $219,281 for
road improvement projects.

Current Economic Factors

Revenue sharing remains a significant budgetary concern as the State of Michigan continues to experience
significant budget problems. Local township government continues to come under attack as the State looks for
revenue to solve the State’s budget shortfalls. Should constitutional Revenue Sharing be reduced or eliminated,
Williams Charter Township would experience a significant loss of revenue which would necessitate a
corresponding reduction of services or increase in local taxes to offset reductions in Revenue Sharing.

Contacting the Township’s Management

This financial report is intended to provide our citizens, taxpayers, customers, and investors with a general
overview of the Township’s finances and demonstrate the Township’s accountability for the money it receives. If
you have questions about this report or need additional information, we welcome you to contact the Township
Clerk at the Township Hall.

- Vii -
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Williams Charter Township

STATEMENT OF NET ASSETS

December 31, 2006

ASSETS
Current assets
Cash and cash equivalents
Restricted cash
Receivables
Due from other governmental units
Prepaids

Total current assets

Noncurrent assets
Capital assets not being depreciated
Capital assets, net

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities

Accounts payable
Accrued liabilities
Accrued interest payable
Deposits payable
Deferred revenue
Current portion of compensated absences
Current portion of long-term debt

Total current liabilities
Noncurrent liabilities
Compensated absences
Noncurrent portion of long-term debt
Total noncurrent liabilities
TOTAL LIABILITIES
NET ASSETS
Invested in capital assets, net of related debt
Restricted

Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial statements.

Governmental  Business-type

Activities Activities Total
$ 1,881,846 $ 1,179,263 $ 3,061,109
10,270 - 10,270
700,536 125,418 825,954
101,665 - 101,665
16,854 7,662 24,516
2,711,171 1,312,343 4,023,514
120,071 1,232 121,303
1,867,749 5,077,448 6,945,197
1,987,820 5,078,680 7,066,500
4,698,991 6,391,023 11,090,014
40,387 62,821 103,208
3,984 297 4,281
13,791 9,892 23,683
10,270 - 10,270
1,159,639 - 1,159,639
- 3,833 3,833
82,775 337,064 419,839
1,310,846 413,907 1,724,753
- 21,723 21,723
300,528 922,064 1,222,592
300,528 943,787 1,244,315
1,611,374 1,357,694 2,969,068
1,604,517 3,809,660 5,414,177
- 22,000 22,000
1,483,100 1,201,669 2,684,769
$ 3,087,617 $ 5,033,329 $ 8,120,946
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Williams Charter Township
GOVERNMENTAL FUNDS BALANCE SHEET

December 31, 2006

Special
Revenue Debt
Sewer
General Garbage Connection
ASSETS
Cash and cash equivalents $ 918,222 $ 143,509 $ 564,504
Restricted cash 10,270 - -
Receivables
Accounts 9,153 - -
Taxes 499,231 127,284 -
Special assessments - - 27,000
Due from other governmental units 101,219 - -
Prepaids 16,854 - -
TOTAL ASSETS $ 1,654,949 $ 270,793 $ 591,504
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ 18,973 $ 18,256 $ -
Accrued payroll 3,763 - -
Deposits payable 10,270 - -
Deferred revenue 832,884 217,977 38,101
TOTAL LIABILITIES 865,890 236,233 38,101
FUND BALANCES
Undesignated, reported in:
General fund 689,059 - -
Special revenue funds - 34,560 -
Debt service funds - - 553,403
TOTAL FUND BALANCES 689,059 34,560 553,403
TOTAL LIABILITIES AND
FUND BALANCES $ 1,554,949 $ 270,793 $ 591,504

See accompanying notes to financial statements.



Service

Nonmajor Total
Waterline Governmental Governmental
Construction Fund Funds
$ 242,303 $ 13,308 $ 1,881,846
- - 10,270
- - 9,153
- - 626,515
37,868 - 64,868
- 446 101,665
- - 16,854
$ 280,171 $ 13,754 $ 2,711,171
$ 1,965 $ 1,193 $ 40,387
- 221 3,984
- - 10,270
70,677 - 1,159,639
72,642 1,414 1,214,280
- - 689,059
- 12,340 46,900
207,529 - 760,932
207,529 12,340 1,496,891
$ 280,171 $ 13,754 $ 2,711,171




Williams Charter Township

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

December 31, 2006

Total fund balance - governmental funds $ 1,496,891
Amounts reported for the governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in the governmental funds.

The cost of capital assets is $ 2,753,127
Accumulated depreciation is (765,307)
Capital assets, net 1,987,820

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the Governmental Funds Balance Sheet.
Long-term liabilities at year-end consist of:

Installment agreements 383,303
Accrued interest payable 13,791
(397,094)
Net assets of governmental activities $ 3,087,617

See accompanying notes to financial statements.



Williams Charter Township

Governmental Funds

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

Year Ended December 31, 2006

Special
Revenue Debt
Garbage Sewer
General Collection Connection
REVENUES
Taxes $ 853,407 $ - $ -
Licenses and permits 126,288 - -
Intergovernmental 309,208 - -
Charges for services 20,319 214,135 104,104
Interest and rents 72,629 6,899 24,782
Other 34,044 189 -
TOTAL REVENUES 1,415,895 221,223 128,886
EXPENDITURES
Current
General government 302,639 - -
Public safety 394,498 - -
Public works 367,475 215,930 -
Community and economic development 36,266 - -
Recreation and cultural 33,408 - -
Other 164,820 - -
Debt service 214,881 - -
Capital outlay 29,467 - -
TOTAL EXPENDITURES 1,543,454 215,930 -0-
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (127,559) 5,293 128,886
OTHER FINANCING SOURCES (USES)
Installment agreement 219,281 - -
Transfers in - - -
Transfers out (174,000) - (94,796)
TOTAL OTHER FINANCING SOURCES (USES) 45,281 -0- (94,796)
NET CHANGE IN FUND BALANCES (82,278) 5,293 34,090
Fund balances, beginning of year 771,337 29,267 519,313
Fund balances, end of year $§ 689,059 § 34,560 $ 553,403

See accompanying notes to financial statements.



Service

Nonmajor Total
Waterline Governmental  Governmental
Construction Fund Funds

$ - $ - $ 853,407
- - 126,288

- - 309,208

147,924 2,234 488,716
21,302 25,141 150,753

- - 34,233

169,226 27,375 1,962,605

- 27,210 329,849

- - 394,498

- - 583,405

- - 36,266

- - 33,408

- - 164,820

47,598 - 262,479
401,258 - 430,725
448,856 27,210 2,235,450
(279,630) 165 (272,845)

- - 219,281

169,000 5,000 174,000
(63,575) - (332,371)
105,425 5,000 60,910
(174,205) 5,165 (211,935)
381,734 7,175 1,708,826

$ 207,529 $ 12,340 $ 1,496,891




Williams Charter Township

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended December 31, 2006

Net change in fund balances - total governmental funds $ (211,935)

Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported as expenditures in governmental funds. However, in the
statement of activities, the cost of capital assets is allocated over their estimated useful lives
as depreciation expense. In the current period, these amounts are:

Capital outlay $ 348,727
Depreciation (79,789)

Excess of capital outlay over depreciation expense

Some items reported in the statement of activities are not available to finance expenditures
of the fiscal period and therefore are not reported as revenues in the governmental funds.
These activities consist of:

Capital contribution
Repayment of long-term debt and borrowing of long-term debt is reported as expenditures and
other financing sources in governmental funds, but the repayment reduces long-term
liabilities and the borrowings increase long-term liabilities in the statement of net assets.
in the current year, these amounts consist of:

Additional installment agreement (219,281)
Principal retirement on installment purchase agreement 242,549

Some items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
activities consist of:

Decrease in accrued interest payable

Change in net assets of governmental activities $

See accompanying notes to financial statements.



Williams Charter Township

Proprietary Funds

STATEMENT OF NET ASSETS

December 31, 2006

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable - net of allowance
Interest receivable .
Prepaids

Total current assets

Noncurrent assets
Capital assets not being depreciated
Capital assets, net of accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities
Accounts payable
Accrued payroll
Accrued interest payable
Current portion of compensated absences
Current portion of long-term debt

Total current liabilities
Noncurrent liabilities
Compensated absences
Noncurrent portion of long-term debt
Total noncurrent liabilities
TOTAL LIABILITIES
NET ASSETS
Invested in capital assets, net of related debt
Restricted

Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial statements.

Total
Proprietary

Sewer Water Funds
$ 440,723 738,540 $ 1,179,263
48,776 66,096 114,872
3,929 6,617 10,546
2,556 5,106 7,662
495,984 816,359 1,312,343
- 1,232 1,232
2,895,845 2,181,603 5,077,448
2,895,845 2,182,835 5,078,680
3,391,829 2,999,194 6,391,023
1,607 61,214 62,821
53 244 297
4,558 5,334 9,892
- 3,833 3,833
252,064 85,000 337,064
258,282 155,625 413,907
- 21,723 21,723
252,064 670,000 922,064
252,064 691,723 943,787
510,346 847,348 1,357,694
2,387,159 1,422,501 3,809,660
- 22,000 22,000
494,324 707,345 1,201,669
$ 2,881,483 2,151,846 $ 5,033,329




Williams Charter Township
Proprietary Funds
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN FUND NET ASSETS

Year Ended December 31, 2006

Total
Proprietary
Sewer Water Funds
Gross service charges $ 312593 § 508,205 $ 820,798
Water costs - (256,279) (256,279)
GROSS PROFIT 312,593 251,926 564,519
OPERATING REVENUES
Service connections - 21,825 21,825
Charges, fees, etc. 9,911 1,240 11,151
TOTAL OPERATING REVENUES 9,911 23,065 32,976
OPERATING EXPENSES
Personal services 39,688 100,213 139,901
Utilities 1,564 10,495 12,059
Regional charges 142,916 - 142,916
Operations and maintenance 17,432 31,986 49,418
Administration 7,231 17,971 25,202
Fiscal and other charges 868 10,449 11,317
Depreciation 114,479 108,302 222,781
TOTAL OPERATING EXPENSES 324,178 279,416 603,594
OPERATING (LOSS) (1,674) (4,425) (6,099)
NONOPERATING REVENUES (EXPENSES)
Interest revenue 22,468 34,719 57,187
Interest expense (32,380) (43,772) (76,152)
TOTAL NONOPERATING REVENUES (EXPENSES) (9,912) (9,053) (18,965)
OTHER FINANCING SOURCES
Transfers in 94,796 63,575 158,371
CHANGE IN NET ASSETS 83,210 50,097 133,307
Net assets, beginning of year 2,798,273 2,101,749 4,900,022
Net assets, end of year $ 2,881,483 $ 2,151,846 $ 5,033,329

See accompanying notes to financial statements.
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Williams Charter Township

Proprietary Funds

STATEMENT OF CASH FLOWS

Year Ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers
Cash paid to suppliers
Cash paid to employees for services
Other operating income

NET CASH PROVIDED BY
OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Interest paid
Transfers in
Payments of borrowing

NET CASH (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest revenue

NET (DECREASE) IN CASH AND CASH
EQUIVALENTS DURING YEAR

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating (loss) to net cash
provided by operating activities
Operating (loss)
Adjustments to reconcile operating (loss)
to net cash provided by operating activities

Depreciation
(Increase) in receivables
(Increase) in prepaids
(Decrease) in accrued liabilities

NET CASH PROVIDED BY
OPERATING ACTIVITIES

See accompanying notes to financial statements.

Total

Proprietary

Sewer Water Funds
$ 303,711 $ 503,816 $ 807,527
(173,191) (407,925) (681,116)
(39,705) (98,701) (138,406)
9,911 41,947 51,858
100,726 39,137 139,863
(34,659) (44,951) (79,610)
94,796 63,575 158,371
(252,064) (96,580) (348,644)
(191,927) (77,956) (269,883)
21,139 32,096 53,235
(70,062) (6,723) (76,785)
510,785 745,263 1,256,048
$ 440,723 $ 738,540 $ 1,179,263
(1,674) (4,425) (6,099)
114,479 108,302 222,781
(8,882) (4,389) (13,271)
(2,125) (3,943) (6,068)
(1,072) (56,408) (57,480)
$ 100,726 $ 39,137 $ 139,863
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Williams Charter Township
Fiduciary Funds
STATEMENT OF NET ASSETS

December 31, 2006

ASSETS
Cash and cash equivalents

LIABILITIES
Due to other governmental units

See accompanying notes to financial statements.
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Current Tax

Collections
$ 433,898
$ 433,898




Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Williams Charter Township, Michigan was organized as a Township under provisions of the constitution and
general law of the State of Michigan. The Township was organized in 1855 and covers an area of approximately
34.5 square miles. The Township operates under an elected Board of Officials (7 members) and provides a
variety of services to its approximately 4,500 residents, including law enforcement, community enrichment and
development, and human services.

1. Reporting Entity

As required by accounting principles generally accepted in the United States of America; GASB Statement 14, The
Financial Reporting Entily (as amended by GASB Statement 39); and Statement on Michigan Governmental
Accounting and Auditing No. 5, these financial statements present the financial activities of Williams Charter
Township (primary government). The Township has no activities that would be classified as component units.

The inclusion of the activities of various agencies is based on the manifestation of oversight criteria, relying on
such guidelines as the selection of the governing authority, the designation of management, the ability to exert
significant influence on operations, and the accountability for fiscal matters. The accountability for fiscal matters
considers the possession of the budgetary authority, the responsibility for surplus or deficit, the controlling of fiscal
management, and the revenue characteristics, whether a levy or a charge. Consideration is also given to the
scope of public service. The scope of public service considers whether the activity is for the benefit of the reporting
entity and/or its residents and is within the geographic boundaries of the reporting entity and generally available to
its citizens.

Based upon the application of these criteria, the financial statements of Williams Charter Township contain all the
funds controlied by the Township Board.

These statements also include the water and sewer systems managed by the Bay County Department of Water
and Sewer on behalf of the Township. GASB Statement No. 34 requires this activity to be reported in the
Township’s annual financial statements. The Township has sole authority to set rates and is financially
responsible for the integrity of the system. The financial statements reflect the financial position and result of the
operations for the calendar year 2006. '

2. Jointly Governed Organizations

Williams Charter Township and the City of Auburn jointly govern the Auburn-Williams Fire Protection District. The
funding formula requires that Williams Township provide 70% and the City of Auburn provide 30% of the
operational and building costs. The Auburn-Williams Fire District has title to all property, plant and equipment. All
of the financial operations of the Fire Protection District are recorded in the Aubumn-Williams Fire Protection
District.

The Township's appropriation to the Auburn-Williams Fire Protection District for the year ending December 31,
2006 was $137,865.

3. Basis of Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities (the government-wide statements) present information
for the primary government as a whole. All nonfiduciary activities of the primary government are included (i.e.,
fiduciary fund activities are not included in the government-wide statements). For the most part, interfund activity
has been eliminated in the preparation of these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

3. Basis of Presentation - continued

GOVERNMENT-WIDE FINANCIAL STATEMENTS - CONTINUED

The statement of activities presents the direct functional expenses of the primary government and the program
revenues that support them. Direct expenses are specifically associated with a service, program, or department
and are therefore clearly identifiable to a particular function. Program revenues are associated with specific
functions and include charges to recipients of goods or services and grants and contributions that are restricted to
meeting the operational or capital requirements of that function. Revenues that are not required to be presented
as program revenues are general revenues. This includes ali taxes, interest, and unrestricted State revenue
sharing payments and other general revenues and shows how governmental functions are either self-financing or
supported by general revenues.

FUND FINANCIAL STATEMENTS

The fund financial statements present the Township’s individual major funds and aggregated nonmajor funds.
Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual governmental
funds and the major individual enterprise fund are reported as separate columns in the fund financial statements.

The major funds of the Township are:

a. The General Fund is the Township’s primary operating fund. It accounts for all financial resources of the
general government except for those that are required to be accounted for in another fund.

b. The Garbage Collection Fund is a special revenue fund that is used to record the activity of the Township’s
garbage collection activities.

c. The Sewer Connection Fund is a debt service fund used to account for the accumulated resources for, and the
payment of, general long-term principal, interest and related costs for the sewer system.

d. The Waterline Construction Fund is a debt service fund used to account for the accumulated resources for,
and the payment of, general long-term principal, interest and related costs for the waterline construction.

e. The Sewer Fund accounts for the activities of providing sewer services to the public. These activities are
managed by the Bay County Department of Water and Sewer on behalf of the Township.

f. The Water Fund accounts for the activities of providing water services to the public. These activities are
managed by the Bay County Department of Water and Sewer on behalf of the Township.

4. Measurement Focus

The government-wide, proprietary, and fiduciary financial statements are presented using the economic resources
measurement focus, similar to that used by business enterprises or not-for-profit organizations. Because another
measurement focus is used in the governmental fund financial statements, reconciliations to the government-wide
statements are provided that explain the differences in detail.

All governmental funds are presented using the current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance sheet.
Operating statements of these funds present increases (i.e., revenues and other financing sources) and decreases
(i.e., expenditures and other financing uses) in net current assets.

There is no measurement focus for Agency Funds since assets equal liabilities.
' -14 -



Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

5. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurements made regardless of the
measurement focus applied.

All governmental and agency funds are accounted for using the modified accrual basis of accounting. Under this
method, revenues are recognized when they become susceptible to accrual (when they become both
“measurable” and "available to finance expenditures of the current period”). The length of time used for “available”
for purposes of revenue recognition in the governmental fund financial statements is 60 days. Revenues which are
considered measurable, but not available, are recorded as a receivable and deferred revenue. Revenues are
generally considered available when they are received in cash (unless legally restricted to some future period) or
when earned and expected to be collected soon enough after year-end to pay liabilities of the current period.
Significant revenues susceptible to accrual include certain intergovernmental revenues and charges for services.
Most licenses and permits, fines and forfeits, and miscellaneous revenue sources generally are recorded as
revenues when received in cash because they are not measurable until actually received.

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund
liability is incurred, except for interest on long-term debt which is recorded when due.

The proprietary funds are accounted for using the accrual basis of accounting. The revenues are recognized when
they are earned, and the expenses are recognized when they are incurred.

Private-sector standards of accounting and financial reporting issued to December 1, 1989, generally are followed
in both the government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards Board. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise funds,
subject to this same limitation. The Township has elected not to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the Enterprise Funds are
charges to customers for sales and services. Operating expenses for enterprise funds include the costs of sales
and services, administrative expenses, and other costs of running the activity. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses. Iffwhen both restricted and
unrestricted resources are available for use, it is the Township’s policy to use restricted resources first, then
unrestricted resources as they are needed.

6. Budgets and Budgetary Accounting

The General and major Special Revenue Fund budgets shown as required supplementary information was
prepared on a basis not substantially different than the basis used to reflect actual results.

The Township employs the following procedures in establishing the budgetary data reflected in the financial
statements:

a. Prior to September 1, the Supervisor submits a proposed operating budget for the fiscal year commencing the
following January 1 to the Township Board. The operating budget includes proposed expenditures and the
means of financing them. The budgets are legally adopted at the activity level for the General Fund and the
fund level for the Special Revenue Funds.

b. Two public hearings are conducted at township board meetings prior to the October 31 budget adoption to
obtain taxpayer comments.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

6. Budgets and Budgetary Accounting - continued

¢. Prior to November 1, the budget is adopted through passage of a Board resolution pursuant to the uniform
Budgeting and Accounting Act (P.A. 621 of 1978). The Act requires that the budget be amended prior to the
end of the fiscal year when necessary to adjust appropriations if it appears that revenues and other financing
sources will be less than anticipated or so that that expenditures will not be in excess of original estimates.
Expenditures shall not be made or incurred, unless authorized in the budget, or in excess of the amount
appropriated. Any expenditure in violation of the budgeting act is disclosed as an unfavorable variance on the
statements of revenue, expenditures and changes in fund balances - budget and actual - general and special
revenue funds.

d. The Supervisor is authorized to transfer budgeted amounts between line items within an activity; however, the
Township Board must approve any revisions that alter the total expenditures of any activity.

e. Formal budgetary integration is employed as a management control devise during the year.

f. Budgeted amounts are reported as originally adopted or amended by the Township Board during the year.

7. Cash and Cash Equivalents

Cash and cash equivalents consist of checking, savings, and money market accounts and certificates of deposit
with an original maturity of less than 90 days from the date of purchase. The cash and cash equivalents are
recorded at cost, which approximates market value.

8. Investments

Investments include certificates of deposit with an original maturity of greater than 90 days from the date of
purchase. All investments are stated at market value.

9. Receivables

Receivables consist of amounts due from various individuals and businesses related to charges for services,
amounts owed to the Township from special assessments, and taxes levied that have not been collected.

10. Property Tax

Williams Charter Township bills and collects its own property taxes and the tax levy for other governmental units.
The Township's property tax revenue recognition policy and related tax calendar disclosures are as follows:

Property taxes are levied twice per year. A summer tax is levied on July 1, and a winter tax is levied on December
1. The tax levies are due September 15 and February 28, respectively. All taxes not paid by their due dates are
deemed delinquent. Delinquent real property taxes are turned over to the Bay County Treasurer on March 1 of the
year following the levy. The Bay County Treasurer remits payment to all taxing units on all delinquent real property
taxes. Delinquent personal property taxes are retained by the Township for subsequent collection.

The Township's property tax is levied each December 1 on the taxable valuation of property located in the
Township as of the preceding December 31. Although the Township's 2006 tax is levied and collectible on
December 1, 2006, it is the Township's policy to recognize revenues from the current tax levy in the subsequent
year when the proceeds of the levy are budgeted and made available for the financing of Township operations.

The Township is permitted to levy up to $4.6136 per $1,000 of taxable valuation for general governmental service
and additional amounts for special and debt services. For the year ended December 31, 2006, the Township
levied 4.400 mills for general governmental services. The total taxable value for the 2005 levy for the property
within the Township was $174,935,842.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

11. Capital Assets

Capital assets include land, land improvements, buildings and improvements, furniture and equipment,
infrastructure, and water and sewer lines and are recorded (net of accumulated depreciation, if applicable) in the
government-wide financial statements under the governmental and business-type activities columns. Capital
assets are those with an initial individual cost of $5,000 or more and an estimated useful life of more than one
year. Capital assets are not recorded in the governmental funds. Instead, capital acquisition and construction are
reflected as expenditures in governmental funds, and the related assets are reported in the government-wide
financial statements. All purchased capital assets are valued at cost where historical records are available and at
an estimated historical cost where no historical records exist. Donated capital assets are valued at their estimated
fair market value on the date received.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following usefui lives:

Land improvements 15 years
Buildings and improvements 15 - 40 years
Infrastructure 40 years
Furniture and equipment 5-7 years
Water and sewer lines 40 - 50 years

12. Accrued Interest Payable

Accrued interest is presented for long-term obligations in the government-wide financial statements.

13. Deferred Revenue

Deferred revenue consists of property taxes for which there is an enforceable claim as of December 31, 2006, but
which are levied to finance year 2007 operations. Governmental funds report deferred revenues in connection
with receivables for revenue that is not considered available to liquidate liabilities of the current period.
Governmental funds also defer revenue recognition in connection with resources that have been received but not
yet earned. Government-wide and proprietary financial statements report deferred revenues that are unavailable
to liquidate liabilities at the current period.

14. Long-Term Obligations

Long-term debt and other long-term obligations are recognized as a liability in the government-wide financial
statements and proprietary fund types when incurred. The portion of those liabilities expected to be paid within the
next year is a current liability with the remaining amounts shown as noncurrent.

Long-term debt is recognized as a liability of a governmental fund when due or when resources have been
accumulated for payment early in the following year. For other long-term obligations, only that portion expected to
be financed from expendable available financial resources is reported as a fund liability of a governmental fund.

15. Interfund Transactions

During the course of normal operations the Township has numerous transactions between funds, including
expenditures and transfers of resources to provide services, construct assets, and service debt. The
accompanying financial statements generally reflect such transactions as operating transfers. Transfers between
governmental or proprietary funds are netted as part of the reconciliation to the government-wide financial
statements.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

NOTE A: DESCRIPTION OF TOWNSHIP OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

15. Interfund Transactions - continued

The General Fund records administrative charges to various funds as revenue. All funds record these payments
as operating expenditures/expenses.

16. Comparative Data

Comparative data for the prior year has not been presented in all funds in the accompanying financial statements
since their inclusion would make the financial statements unduly complex and difficult to read.

NOTE B: CASH AND CASH EQUIVALENTS

In accordance with Michigan Compiled Laws, the Township is authorized to invest in the following investment
vehicles:

a. Bonds, securities, and other obligations of the United States or any agency or instrumentality of the United
States.

b. Certificates of deposit, savings accounts, deposit accounts, or depository receipts of a State or nationally
chartered bank or a State or Federally chartered savings and loan association, savings bank, or credit union
whose deposits are insured by an agency of the United States government and which maintains a principal
office or branch office located in this State under the laws of this State or the United States, but only if the
bank, savings and loan association, savings bank or credit union is eligible to be a depository of surplus funds
belonging to the State under Section 6 of 1855 PA 105, MCL 21.146.

c. Commercial paper rated at the time of purchase within the three (3) highest classifications established by not
less than two (2) standard rating services and which matures not more than 270 days after the date of
purchase.

d. The United States government or federal agency obligations repurchase agreements.
e. Bankers acceptances of United States banks.

f. Mutual funds composed of investment vehicles which are legal for direct investment by local units of
government in Michigan.

Federal Deposit Insurance Corporation (FDIC) regulations provide that deposits of governmental units are to be
separately insured for the amount of $100,000 for deposits in an insured bank for savings deposits, and $100,000
for demand deposits. Furthermore, if specific deposits are regulated by statute or bond indenture, these specific
deposits are to be separately insured for the amount of $100,000. Michigan Compiled Laws allow for
collateralization of government deposits, if the assets for pledging are acceptable to the State Treasurer under
Section 3 of 1855 PA 105, MCL 21.143, to secure deposits of State surplus funds, securities issued by the federal
loan mortgage corporation, federal national mortgage association or government national mortgage association.

Deposits
There is a custodiai credit risk as it related to deposits. In the case of deposits, this is the risk that in the event of a

bank failure, the Township's deposits may not be returned to it. As of December 31, 2006, the carrying amount of
the Township’s deposit was $2,325,914 and the bank balance was $2,354,608.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

NOTE B: CASH AND CASH EQUIVALENTS - CONTINUED

Deposits - continued

Deposits of the Township are at federally insured banks located in the State of Michigan with all accounts
maintained in the name of the Township. As of December 31, 2006, the Township accounts were insured by the
FDIC for $837,217 and the amount of $1,517,391 was uninsured and uncollateralized.

Due to significantly higher cash flow at certain periods during the year, the amount the Township held as cash and
cash equivalents increased significantly. As a result, the amount of the uninsured and uncollateralized cash and
cash equivalents were substantially higher at these peak periods than at year-end.

Credit Risk

State law limits investments in certain types of investments to a prime or better rating issued by nationally
recognized statistical rating organizations (NRSRO'’s). As of December 31, 2006, the Township did not have any
investments that would be subject to rating.

Interest Rate Risk

The Township will minimize interest rate risk, which is the risk that the market value of securities in the portfolio will
fall due to changes in market interest rates, by structuring the investment portfolio so that securities mature to meet
cash requirements for ongoing operations, thereby avoiding the need to sell securities in the open market and
investing operating funds primarily in shorter-term securities, liquid asset funds, money market mutual funds, or
similar investment pools and limiting the average maturity in accordance with the Township’s cash requirements.

Concentration of Credit Risk

The Township will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
Township’s investment in a single issuer, by diversifying the investment portfolio so that the impact of potential
losses from any one type of security or issuer will be minimized.

Custodial Credit Risk

The Township will minimize custodial credit risk, which is the risk of loss due to the failure of the security issuer or
backer, by limiting investments to the types of securities authorized by the Board and pre-qualifying the financial
institutions, broker/dealers, intermediaries and advisors with which the Township will do business in accordance
with Board approved policy.

The cash caption on the basic financial statements inciudes $100 in imprest cash and $1,179,263 in cash that is
on deposit with the Bay County Water and Sewer Department. The cash on deposit with the Bay County Water
and Sewer Department is part of the Bay County Water and Sewer Department pooled cash and investments.
As aresult, the insured and uninsured amounts related to the Township cannot be determined.

NOTE C: INTERFUND TRANSFERS

Permanent reallocation of resources between funds of the reporting entity is classified as interfund transfers.

Transfers to Waterline Construction Fund from:

General Fund $ 169.000

Transfers to nonmajor governmental fund from:

General Fund $ 5000
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NOTES TO FINANCIAL STATEMENTS

Williams Charter Township

December 31, 2006

NOTE C: INTERFUND TRANSFERS - CONTINUED

Transfers to Sewer Fund from:
Sewer Connection Fund

Transfer to Water Fund from:
Waterline Construction Fund

NOTE D: CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2006 was as follows:

Governmental activities

Capital assets not being depreciated
Land

Capital assets being depreciated
Infrastructure for sewer and waterline
Land improvements
Buildings
Building improvements
Equipment and furniture

Total capital assets
being depreciated

Less accumulated depreciation for:
Infrastructure for sewer and waterline
Land improvements
Buildings
Building improvements
Equipment and furniture

Total accumulated depreciation

Net capital assets
being depreciated

Net capital assets -
governmental activities

Balance
Jan. 1, 2006 Additions
$ 120,071 $ -
1,265,837 339,249
225,446 -
496,742 -
90,467 4,600
192,253 18,462
2,270,745 362,311
( 104158 )  ( 35888 )
( 185251) ( 6232)
( 234520) ( 12419)
( 27152) ( 5753)
(134437 ) (19,497 )
(685,518 ) (79,789 )
1,585,227 282,522
$ 1,705,298 $§ 282522

Depreciation expense was charged to the following governmental activities:

General government

Public works

Total depreciation expense
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$ 94 796
$ 63,575
Balance
Deletions Dec. 31, 2006
$ - $ 120,071
- 1,605,086
- 225,446
- 496,742
- 05,067
- 210,715
-0- 2,633,056
- ( 140,046 )
- ( 191,483)
- ( 246,939 )
- ( 32,905)
- (153934 )
-0- (765,307 )
-0- 1,867,749
$ 0 $ 1,987,820
$ 22,920
56,869
$ 79,789



Williams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

NOTE D: CAPITAL ASSETS - CONTINUED

Business-type activities

Balance Balance
Jan. 1, 2006 Additions Deletions Dec. 31, 2006
Capital assets not being depreciated
Land $ 1,232 $ - $ - $ 1,232
Capital assets being depreciated
Sewer system 5,561,478 - - 5,561,478
Water system 4,379,901 - - 4,379,901
Total capital assets
being depreciated 9,941,379 -0- -0- 9,941,379
Less accumulated depreciation for:
Sewer system (2,551,154 ) ( 114,479) - (2,665,633 )
Water system (2,089,996 ) (_108,302) - (2,198,298 )
Total accumulated depreciation (4,641,150 ) (222,781) -0- (4,863,931 )
Net capital assets
being depreciated 5,300,229 (222,781 ) -0- 5,077,448
Net capital assets -
business-type activities 5,30 $( _222.781) $ -0- $ 5,078,680

NOTE E: LONG-TERM DEBT

The following is a summary of changes in long-term debt (including current portion) of the Township for the year
ended December 31, 2006:
Amount
Balance Balance Due Within
Jan. 1, 2006  Additions Deletions Dec. 31, 2006 _One Year

Governmental activities
Bay County Road Commission

Road improvement projects $ 49165 $§ 219,281 $§ 214881 § 53,565 $ 53,565
Installment Purchase Agreement -

Underground waterline extension 357,406 - 27,668 329,738 29,210

406,571 219,281 242549 383,303 82,775
Business-type activities
Bay County water supply system 460,000 - 30,000 430,000 35,000
Frankenlust-Monitor-Portsmouth-

Williams Bond 11,580 - 11,580 -0- -
Water supply system extension 180,000 - 5,000 175,000 10,000
Bay County West Side Regional

Sewage Disposal System 756,192 - 252,064 504,128 252,064
Williams-Monitor Bond 200,000 - 50,000 150,000 50,000

1,607,772 -0- 348,644 1,259,128 347,064

$ 2014343 $§ 219281 $ 591,193 § 1.642431 § 429,839
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

NOTE E: LONG-TERM DEBT - CONTINUED

Significant details regarding outstanding long-term debt (including current portion) are presented below:

The Township has entered into a contract with the Bay County Road Commission to
provide for the maintenance and improvements to various roads in the Township.
Amounts are due through December 2007. $ 53,565

$500,000 Instaliment Purchase Agreement, due in annual installments of $47,598,
including interest, through April 1, 2015, payable annually, for underground waterline
extension. 329,738

$920,000 Bay County Water Supply System Bonds, Series 1978, dated May 1, 1978,
due in annual installments ranging from $35,000 to $40,000 through May 1, 2017, with
interest at 5.0 percent, payable semi-annually. 430,000

$305,000 1980 Bay County Water Supply System Revenue Bonds dated January 1,
1982, due in annual installments ranging from $10,000 to $20,000 through January 1,
2020, with interest at 5.0 percent, payable semi-annually. 175,000

$28,000,000 Bay County West Side Regional Sewage Disposal System Bonds

(Township share $4,411,120), dated November 1, 1978, Township share due in annual

installments of $252,064 through May 1, 2008, with interest at 5.50 percent, payable .
semi-annually. 504,128

$650,000 Limited Tax General Obligation Bay County Water Supply System Bonds,
Series 1990, dated May 1, 1990, due in annual installments of $50,000 on May 1,
2009, with interest of 7.30 percent, payable semi-annually. 150,000

$ 1,642,431

The annual requirements to pay the debt principal and interest outstanding for the bonds, contracts, and
installment purchase agreements are as follows:

Road Installment Water and
Commission Contract Purchase Agreement Sewer Bonds Total
Year Ending
December 31, Principal Interest Principal Interest Principal Interest Principal Interest
2007 $ 53565 % - $ 29210 $ 18,387 $ 347064 $ 59295 $ 429839 $ 77,682
2008 - - 30,793 16,805 347,064 39,532 377,857 56,337
2009 - - 32,556 15,041 100,000 26,575 132,556 41,616
2010 - - 34,371 13,226 50,000 22,250 84,371 35,476
2011 - - 36,288 11,309 50,000 19,750 86,288 31,059
2012-2016 - - 166,520 23,872 270,000 59,750 436,520 83,622
2017-2021 - - - - 95,000 6.750 95,000 6,750

$§ 535668  -0- § 320738F 08640 $1.250128 §$ 233902 $1.642431 § 332542

NOTE F: RETIREMENT PLAN

The Township has a single employer defined contribution pension plan administered by John Hancock, covering
substantially all full and part-time employees except volunteer firemen and seasonal employees. The Township
contributes 100% of the premiums for each participant at a rate of 15% of gross wages. Total payroll for the year
ending December 31, 2006 was approximately $322,810. The Township’s policy is to fund pension costs on an
annual basis. Employer contributions for the year were approximately $45,380. Benefits attributable to employer
contributions are 100% vested. The pension, as established, does not recognize prior service costs as it is based
exclusively on current compensation earned by participants.
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Williams Charter Township
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

NOTE G: RISK MANAGEMENT

The Township participates in a pool, the Michigan Municipal Workers' Compensation Fund, with other
municipalities for workers' compensation losses. The pool is organized under Public Act 317 of 1969, as
amended. In the event the pool’s claims and expenses for a policy year exceed the total normal annual premiums
for said years, all members of the specific pool's policy year may be subject to special assessment to make up the
deficiency. The Township has not been informed of any special assessments being required.

The Township also participates in a pool, the Michigan Township Participating Plan with other municipalities for
various risks of loss including employer's liability, errors and omissions, and property and casualty losses. The
pool is organized under Public Act 138 of 1982, as amended. In the event the pool's claims and expenses for a
policy year exceed the total normal annual premiums for said years, all members of the specific pool’s policy year
may be subject to special assessment to make up the deficiency. The Township has not been informed of any
special assessments being required.

NOTE H: ECONOMIC DEPENDENCY

Approximately 32% of the property tax revenue is generated by property taxes levied on a singie organization,
Dow Corning. Any reductions in this revenue could have a significant impact on the Wiliams Charter
Township’s operations.

NOTE i: EXCESS OF EXPENDITURES OVER APPROPRIATIONS

in the budgetary comparison schedules shown as required supplementary information to the financial statements,
the Township's budgeted expenditures in the General and major Special Revenue Funds have been shown at the
functional classification level. The approved budgets of the Township have been adopted at the activity level for
the General Fund and the fund level for the Special Revenue Funds.

Michigan Public Act 621 of 1978, Sections 18 and 19, as amended, provide that a local governmental unit not incur
expenditures in excess of the amounts appropriated.

During the year ended December 31, 2006, the Township incurred expenditures in the General Fund in excess of
the amounts appropriated as follows:

Amounts Amounts
Appropriated Expended Variance
General Fund

General government

Election $ 8200 $ 8,351 $ 151
Public Works

Department of Public Works 167,980 367,475 199,495
Other

Insurance and bonds 40,000 40,005 5

The variance noted in the public works function was caused by an audit adjustment after the end of the fiscal year.
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Williams Charter Township
General Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2006

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
REVENUES
Taxes
Current property taxes $ 765000 $ 765000 $ 766,275 % 1,275
Administration charges 78,400 78,400 85,500 7,100
Penalties and interest 500 500 1,632 1,132
Total taxes 843,900 843,900 853,407 9,507
Licenses and permits
Building and zoning permits 84,000 84,000 81,397 (2,603)
Charter cable fees 29,000 29,000 34,978 5,978
State liquor inspection 800 800 941 141
Fire pit permits 100 100 230 130
Right of way fees 7,500 7,500 8,742 1,242
Total licenses and permits 121,400 121,400 126,288 4,888
Intergovernmental
State shared revenue 310,000 310,000 309,208 (792)
Charges for services
Planning commission 3,000 3,000 3,425 425
Mobile home fees 1,000 1,000 1,011 11
Fire department custodial fees 2,000 2,000 1,579 (421)
Passport fees 2,000 2,000 6,030 4,030
Land division fee 500 500 1,000 500
Grave opening and lot sales 4,500 4,500 5,213 713
Bulk water sales 1,500 1,500 1,891 391
Other 200 200 170 (30)
Total charges for services 14,700 14,700 20,319 5,619
Interest and rents
Interest 20,000 20,000 64,779 44,779
Rental fees 7,000 7,000 7,850 850
Total interest and rents 27,000 27,000 72,629 45,629
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General Fund

Williams Charter Township

BUDGETARY COMPARISON SCHEDULE - CONTINUED

REVENUES - CONTINUED
Other
Reimbursements
Subdivision retention
Street lighting assessments

Total other
TOTAL REVENUES

EXPENDITURES
General government
Township board
Supervisor
Clerk
Elections
Assessor
Treasurer
Board of Review
Cemetery
Building and grounds .
Financial and tax administration

Total general government
Public safety
Police department

Fire department
Inspection department

Total public safety

Public works
Department of public works

Community and economic development

Building and zoning
Planning department
Other

Total community and
economic development

Recreation and cultural
Parks and recreation

Year Ended December 31, 2006

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
$ 2,000 § 2,000 $ 19,459 § 17,459
3,000 3,000 4,034 1,034
10,500 10,500 10,551 51
15,500 15,500 34,044 18,544
1,332,500 1,332,500 1,415,895 83,395
76,500 76,500 74,621 1,879
39,350 39,350 38,570 780
57,350 57,350 55,581 1,769
7,000 8,200 8,351 (151)
49,850 49,850 46,652 3,198
59,550 59,550 57,521 2,029
1,400 1,400 1,072 328
9,350 9,350 6,871 2,479
3,000 3,000 2,800 200
12,000 12,000 10,600 1,400
315,350 316,550 302,639 13,911
155,000 167,000 166,008 992
141,100 141,100 139,515 1,585
88,950 97,450 88,975 8,475
385,050 405,550 394,498 11,052
140,380 167,980 367,475 (199,495)
7,200 7,200 4,155 3,045
42,300 42,300 31,225 11,075
4,000 4,000 886 3,114
53,500 53,500 36,266 17,234
32,300 37,300 33,408 3,892
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Williams Charter Township
General Fund
BUDGETARY COMPARISON SCHEDULE - CONTINUED

Year Ended December 31, 2006

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
EXPENDITURES - CONTINUED
Other
Insurance and bonds $ 40,000 $ 40,000 $ 40,005 $ (5)
Risk management 1,500 1,500 792 708
FICA expense 26,000 26,000 24,696 1,304
Dental insurance 8,500 8,500 5,317 3,183
Medical insurance 47,000 50,000 45,870 4,130
Retirement 46,000 49,500 48,140 1,360
Total other 169,000 175,500 164,820 10,680
Debt service 169,700 215,000 214,881 119
Capital outlay 105,000 105,000 29,467 75,533
TOTAL EXPENDITURES 1,370,280 1,476,380 1,543,454 (67,074)
EXCESS OF REVENUES
(UNDER) EXPENDITURES (37,780) (143,880) (127,559) 16,321
OTHER FINANCING SOURCES (USES)
Instaliment agreement - - 219,281 219,281
Transfers out {179,000) (179,000) (174,000) 5,000
Total other financing sources (uses) (179,000) (179,000) 45,281 224,281
NET CHANGE IN FUND BALANCE (216,780) (322,880) (82,278) 240,602
Fund balance, beginning of year 771,337 771,337 771,337 -0-
Fund balance, end of year $ 554557 $§ 448457 $ 689,059 $ 240,602
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Williams Charter Township
Garbage Collection Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2006

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Charges for services $ 214400 $ 214400 $ 214,135 $ (265)
Interest and rents 1,500 1,500 6,899 5,399
Other 100 100 189 89
TOTAL REVENUES 216,000 216,000 221,223 5,223
EXPENDITURES
Current
Public works 261,000 261,000 215,930 45,070
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (45,000) (45,000) 5,293 50,293
Fund balance, beginning of year 29,267 29,267 29,267 -0-
Fund balance, end of year $ (15733) $ (15,733) § 34,560 $ 50,293
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Williams Charter Township

General Fund

SCHEDULE OF REVENUES AND EXPENDITURES - CONSTRUCTION CODE

Year Ended December 31, 2006

REVENUES
Licenses and permits
Building and zoning permits

EXPENDITURES
Public safety
Inspection department
Community and economic development
Building and zoning
Planning department

Total construction code expenditures

Excess of revenues (under) expenditures
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$ 81,397

88,975

4,155
31,225

124,355

$ (42,958)
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF THE FINANCIAL STATEMENTS

To the Board of Trustees
Williams Charter Township
Auburn, Michigan

We have audited the accompanying financial statements of the governmental activities, each governmental major
fund, and the aggregate remaining fund information of Williams Charter Township, Michigan as of and for the year
ended December 31, 2006, which collectively comprise the Township's basic financial statements, and have
issued our report thereon dated May 11, 2007. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Wiliams Charter Township’s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Township's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Township’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. In addition, because of inherent limitations in internal control,
including the possibility of management override of controls, misstatements due to error or fraud may occur and
not be detected by such controls. However, as discussed below, we identified certain deficiencies in internal
control that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with accounting
principles generally accepted in the United States of America such that there is more than a remote likelihood that
a misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal controls. We identified the following control deficiency that we consider be a
significant deficiency in internal control over financial reporting:

RECORDING OF ACCOUNTS RECEIVABLE AND ACCOUNTS PAYABLE

During the course of our audit, we perform a search for unrecorded receivable and payable amounts. As a
result of that search, journal entries were suggested to the Township’s management for entry into the general
ledger. In many instances, the suggested receivable and payable amounts would be considered material to
the Township's financial statements.

East Lansing = Rochester Hills = St. Johns



Responsibility for the fair presentation of the Township’s financial statements, including the amounts and
disclosure within the financial statements, rests with the Township’s management. The Township should
establish sufficient internal controls to assure that the financial statements are fairly presented, in all material
respects, in accordance with generally accepted accounting principles. The auditor cannot be part of the
Township's internal control system.

We recommend the Township make adjustments to accounts receivable and accounts payable amounts by
fund as part of their year-end closing procedures.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control. We consider the significant deficiency stated above to be material
weaknesses.

This report is intended solely for the information and use of management and Members of the Board of Trustees

of Williams Charter Township, others within the organization, and applicable departments of the State of
Michigan and is not intended to be and should not be used by anyone other than these specified parties.

Clnollon~ ‘: ,&%MS‘?-C_ .

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

May 11, 2007
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